TRAPPER RESOURCES LTD. 


Corporate Profile 


Trapper Resources Ltd. is an Alberta- 
based Company engaged in the exploration, 
development and production of petroleum 
and natural gas reserves. The Company’s 
activities are centered in western Canada 
and the United States. The Company’s 
shares are listed on the Alberta Stock 
Exchange under the symbol TPR. 


Annual Meeting 


The Annual Meeting of Trapper Re- 
sources Ltd. will be held on December 
22, 1986 at 10:00 a.m. (Calgary time) at 
the Westin Inn, Calgary, Alberta in the 
Jasper Room. 
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President’s Report 


Trapper Resources Ltd. is pleased to 
report to its shareholders on its operating 
and financial results for the fiscal year 
ended June 30, 1986. During the year 
under review the Company continued to 
consolidate its operating and administrative 
procedures and achieved its objective of 
having virtually all of its proven oil and gas 
reserve properties tied-in and producing. 


Gross revenues for the current period 
totalled $1,022,332 versus $1, 138, 769 for 
fiscal year 1985. Cash flow from operations 
was $199,401 compared to $493,679 
attained the year previous. The decrease 
in cash flow is due to a reduction in revenue 
coupled with an increase in field operating 
and interest expense. 


A working capital deficiency of $110, 167 
was recorded at June 30, 1986 year-end. 
Also, there was a net loss of $2,602,811 
for the fiscal year, compared to a net loss 
of $22,721 the year previous. A major 
portion of the net loss is due to the 
Company’s decision to write down the 
value of its oil and gas properties as a 
direct result of the collapse of the world 
crude oil price. 


Net crude oil production was 23,010 
barrels (63 BOPD) versus 21,654 barrels 
(59 BOPD) over last year, representing a 
six percent increase. Net natural gas 
production was 136,045 MCF (373 MCFD) 
compared to last year’s production of 71,851 
MCF (197 MCFD) representing an increase 
of 89 percent. Although both oil and gas 
production increased over last year’s levels, 
the decrease in market price for both 
commodities has subsequently reduced 
the Company’s gross revenues. 


The Company participated directly in 
the drilling of 17 wells during the reporting 
period, which resulted in eight oil and two 
gas wells. Trapper farmed out its working 
interest in one prospect and is currently 
receiving royalty revenue from the well 
drilled. Trapper did not participate in a 
five well development drilling program on 
its Bivins, Texas properties due to the 
uncertainty of world oil prices. At year-end 
the Company had interests in 106 gross 
wells with an average working interest of 
12.5 percent and an interest in 103,178 
gross (13,374 net) acres throughout West- 
ern Canada and six states in the United 
States. The Company’s proven oil and gas 
reserves as of June 30, 1986 were esti- 
mated to be 213,094 barrels and 1,870 
MMCF. 


During the year under review Trapper 
participated in the drilling of one oil well at 
Cameron, Manitoba and five oil wells at 
Kisbey, Saskatchewan. Also in Saskat- 
chewan, the Company participated in the 
drilling of an oil well at Ceylon which has 
the potential for additional oil productivity 
from a deeper formation. 


In Alberta, the Company drilled a suc- 
cessful follow-up well to its previous year’s 
discovery in the Skiff area. Furthermore, 


Trapper participated in the drilling of a 
gas well in both the Edwand and Craig 
areas. 


The recent sharp decline of the world 
oil price has caused havoc within the In- 
dustry. Budgets have been slashed and 
many companies are near extinction. 
Trapper will survive and grow during this 
period of economic upheaval. The Com- 
pany’s survival and growth plan will be 
implemented in a two pronged approach, 
namely joint venture drilling and merger 
with an acceptable oil company. 


Trapper is currently seeking investor 
support in a million dollar joint venture 
drilling program to be conducted in south- 
eastern Saskatchewan and southwestern 
Manitoba. Although these areas yield low 
to medium oil reserves the success rates 
are substantially higher and drilling costs 
are substantially lower as compared to 
Alberta. 


The Company is also actively searching 
for an acceptable merger candidate. A 
merge with an appropriate oil company 
will serve to broaden Trapper’s asset and 
reserve base and consequently facilitate 
the Company’s growth and expansion. 


The management of Trapper has recog- 
nized the need for corporate belt tightening. 
To this end the Company has implemented 
both expense and staff reductions. The 
result of these cuts has effected a 14 
percent reduction in general and adminis- 
trative expense over last year anda further 
budgeted reduction of 14 percent for the 
upcoming year. 


During the year, Mr. K.D. Cairns re- 
signed as president of the Company and 
Mr. D.W. Hilland resigned as a director 
of the Company. The Board of Directors 
wishes to thank both of these gentlemen 
for their dedication and contribution to 
Trapper. 


The Board also wishes to thank the 
management and staff for their continued 
commitment and dedication throughout 
the year. 


Submitted on behalf of the Board of 
Directors. 


re | VY 
T.L. Campbell 
President 


TRAPPER RESOURCES LTD. 


Operations 


Net Proven Crude 


Oil Reserves 
(000 s BBL) 


300 


1982 1983 1984 1985 re 


Net Proven Natural 


Gas Reserves 
(MMCF) 


2600 
2150 
1700 
1250 


900 


450 


1982 1983 1984 1985 1986 


Skiff, Alberta 


InFebruary, 1986 the Company partici- 
pated in the drilling of the 1C-20-5-14 
W4M well which was completed as a Saw- 
tooth Jurassic) oil well, currently produc- 
ing 12 BOPD. Trapper has a 23.41 percent 
working interest in this well. No wells are 
planned for the 1986/87 drilling season. 


Mitsue, Alberta 


In January, 1986 Trapper participated 
in the drilling of two wells as follow-ups to 
the discovery well drilled earlier. Both 
wells were dry and abandoned. Currently, 
Trapper and its partners are studying a 
waterflood program to be implemented in 
the upcoming year. The waterflood has 
the potential to double present allowable 
production which is currently at 63 BOPD 
(gross). 


Edwand, Alberta 


The Company participated in drilling 
one dry hole and one gas well on this 
property during the year. The Company’s 
working interest in the producing well is 
5.28 percent. The wells in the area pro- 
duce from the Cretaceous Colony, Belly 
River and Glauconite Formations. The pro- 
ducing gas well is anticipated to be placed 
on-stream in the upcoming year. 


Craig, Alberta 


At Craig, Alberta, Trapper participated 
in the drilling of the 10-32-34-11 W4M 
well which was completed as a Creta- 
ceous Glauconite gas well. The Company’s 
working interest is 2.25%. 


Kisbey, Saskatchewan 


The Company has a 9.1 percent work- 
ing interest in the Kisbey Upper Hastings 
Voluntary Unit which is located in south- 
eastern Saskatchewan. During the 1985/86 
fiscal year, an additional five wells were 
drilled, bringing the total number of pro- 
ducing wells to ten. An application granting 
40 acre (16 hectare) spacing was approved 
leading to the identification of an addi- 
tional seven undrilled spacing units. Net 
oil production to Trapper is presently 17 
BOPD. 


Ceylon, Saskatchewan 


Trapper has an 18.75 percent working 
interest in one and one-half sections at 
Ceylon, Saskatchewan. One oil well was 
drilled in February, 1986 with prospec- 
tive oil reserves awaiting completion in 
the Mississippian Midale Formation and 
the Upper Devonian Birdbear Formation. 
A completion of the Birdbear Formation 
would qualify the well for a five year roy- 
alty holiday. An additional three drilling 
locations have been identified as follow- 
ups to the discovery well. 


Cameron, Manitoba 


In March, 1986 Trapper earned a ten 
percent working interest in 480 acres of 
land by paying ten percent of land costs 
and paying ten percent of drilling and com- 
pletion costs for the 9-6-2-27 WPM well. 
This well was completed in the MC-3b 
Member of the Mississippian Mission Can- 
yon Formation and is currently producing 
12 BOPD. A further eight potential loca- 
tions have been identified. At least one 
development well is planned for December, 
1986 as a step-out from the discovery 
well. 


Bivins, Texas 


Due to low oil prices relative to expen- 
ditures, Trapper did not participate in the 
drilling of five wells during 1985/86. The 
penalty for non-participation is 300 percent; 
however, it is doubtful whether the wells 
will produce sufficient oil to exceed the 
penalty. 


Joint Venture Drilling 
Program 


A joint venture drilling program has 
been assembled by Trapper, with the Com- 
pany presently seeking investor support 
for the drilling of four earning wells in 
southeast Saskatchewan and four earning 
wells in southwest Manitoba. Six pros- 
pects have been identified in Saskatche- 
wan and four have been identified in 
Manitoba, all of which are low to medium 
risk. The Company plans to drill the wells 
during the 1986/87 drilling season. There 
are opportunities for follow-up wells if 
initial drilling is successful. 
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Well Participation Summary 
Inception to June 30, 1986 


June 30, 1986 June 30, 1985 
Average Average 
Working Working 
Gross Wells Interest GrossWells Interest 
Canada 
Oil Wells 26 9.9% Ze 11.0% 
Gas Wells 18 6.9 16 8.5 
Suspended Wells 2 8.5 2: BZ 
Total 753. 8.6 46 9.6 
United States 
Oil Wells 35 18.0 36 Te 
Gas Wells 14 iP 7 i 13:4 
Suspended Wells _4 133 _4 13 
Total oo 16.3 0 ie 
Total 106 12.5% 103 13.2% 
PSNG Acreage Holdings 
June 30, 1986 
Developed Undeveloped Total 
Gross Net Gross Net Gross Net 
Canada 
BG — = 4,858 236 4,858 236 
Alberta 9,874 926 58,258 7,843 68, 132 8,769 
Saskatchewan 1,598 142 1,598 PAE 3,196 419 
Manitoba 160 16 320 BY. 480 48 
Total Canada 11,632 1,084 65,034 8,388 76, 666 9,472 
United States 
New York 189 32 8,427 2107 8,616 2,139 
Pennsylvania 990 129 1,243 1,243 223 SY 
California 432 37 85 2 467 39 
Kansas 40 3 —_ _ AQ 3 
Montana 80 i 45 112 125 113 
Alaska — — 13.273 iN 13; 275 17 
North Dakota i _ 1,208 95 1,208 95 
Texas 550 124 = — 550 124 
Total U.S.A. 2,281 326 BAe oll F010 26, 512 3,902 
Total 
Acreage 13,913 1,410 89,265 11,964 103,178 13,374 
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Financial Review 


Financial results for the fiscal year ended 
June 30, 1986 reflect the dramatic decline 
in the price paid for oil and gas production. 
Oil prices began their decline in January, 
1986 from a price of $232.00 per cubic 
meter for the best grades of Canadian 
crude oil to a low of $103.00 per cubic 
meter in April, 1986. By June, 1986 this 
price had recovered slightly to $114.00 
per cubic meter. Gas prices fared no bet- 
ter as contracts entered into at the de- 
pressed rate of 55 percent to 60 percent 
of the posted Alberta border price have 
subsequently been cancelled as the mar- 
ket price has fallen even lower. Gas prop- 
erties at Lathom and Windfall have been 
temporarily shut in, but to date none of 
the Company’s oil properties have been 
shut in for economic reasons. 


Revenue for the fiscal year ended June 
30, 1986 was $1,022,332 which compares 
to $1,138,769 for the previous period. 
Cash flow from operations for the current 


period was $199,401 or $0.01 per com- _ 


mon share after allowing for prescribed 
preferred dividends for the fiscal period in 
the amount of $163, 875. Comparable cash 
flow for the prior year was $493,679 or 
$0.10 per common share. 


A loss of $2,602,811 was recorded in 
the current year which included a provi- 
sion for the write-down in value of oil and 
gas properties of $2,300,000 and the wnite- 
down of marketable securities of $42,665. 
This loss compares to a loss in the previ- 
ous fiscal period of $22,721. Loss per 
common share after allowing for current 
prescribed preferred share dividends was 
$0.80 per share as compared to a loss of 
$0.05 per share in the previous fiscal period. 
No preferred share dividends have been 
paid by the Company since September 
15, 1982; 


Revenue of the Company declined by 10 
percent in the current fiscal period despite 
higher oil and gas production. Increased 
oil production from Mitsue, Turin and Skiff, 
in Alberta, Kisbey in Saskatchewan and 
Cameron in Manitoba, together with pro- 
duction of gas which was previously shut 
inat Lathom, Edwand and Windfall, Alberta, 
have partially offset the loss in revenue 
due to lower oil and gas prices. 


Expenses before provision for deferred 
taxes were $1,434,520 for the current 


period versus $1,152,290. Production 
expenses increased substantially due to 
operating problems at Turin, Alberta, well 
workover costs at Kisbey, Saskatchewan, 
and higher operating costs at Bivins, Texas 
due to the installation of compression facili- 
ties. Interest expense on our bank debt 
increased although actual year end bank 
indebtedness decreased by $50,000 from 
the previous year. General and adminis- 
trative expenses decreased by $48,000 
due mainly to staff adjustments. 


A change in accounting policy was initi- 
ated during the current year in that the 
Company adopted the concept of two cost 
centers, Canada and the United States, 
for the accumulation of exploration and 
development expenditures. Previously, all 
costs had been lumped together. This 
change in accounting policy and the recog- 
nition by management that the recorded 
oil and gas assets of the Company should 
better reflect the current market value of 
our oil and gas reserves, produced a write- 
down of $2,300,000. Seventy-five per- 
cent of this write-down was attributable 


~ to assets in the United States. 


Capital expenditures on oil and gas prop- 
erties totalled $1,002,776 as compared to 
$1,156,481. All expenditures were made 
in Canada. These expenditures were finan- 
ced through cash flow from operations 
and the sale of oil and gas properties at 
Manyberries and Compeer in Alberta, and 
interests in three gas wells in Pennsylvania, 
U.S.A. Working capital at June 30, 1986 
was a deficit of $110, 167. 


The number of common shares out- 
standing at June 30, 1986 was 3,457,841 
which was unchanged from the previous 
year. 


Cash Flow From 


Operations 
(Thousands of Dollars) 


LOS 21983 L084 eee L985 1986 


Gross Revenue 
(Thousands of Dollars) 


1982 1983 1984 1985 1986 
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TRAPPER RESOURCES LTD. 
CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 1986 


Auditors’ Report 


To the Shareholders 
Trapper Resources Ltd. cas 


We have examined the consolidated balance sheet of Trapper Resources Ltd. as at June 30, 1986 and the consolidated siarcmiedts of : : 
loss, deficit and changes in financial position for the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as at June 30, 1986 and the 

results of its operations and changes in its financial position for the year then ended in accordance with generally accepted accounting — 
principles applied, except for the change in the method of accumulating exploration and development expenditures as oe in fe ea 
1(h) to the financial statements, on a basis consistent with that of the preceding year. a 


Calgary, Canada : COLLINS BARROW i 
August 8, 1986 CHARTERED ACCOUNTANTS i 
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Consolidated Balance Sheet 


June 30, 1986 


_ Current assets 
oes, Cash 
Accounts receivable 
Marketable securities 
Petroleum incentive grants receivable 
Note receivable 


_ Property and equipment (note 2) 


Current liabilities 

Bank overdraft 

__ Accounts payable and accrued liabilities 
Current portion of bank loan 


Bank loan (note 3) 
. Less: Current portion | 


Deferred income taxes 


Share capital (note 4) 
Deficit 


| ' Approved on behalf of the Board, 


Assets 
1986 


$ 10,014 
196,569 
16,750 
72,093 


295,426 
5,306,197 
$5,601,623 


Liabilities 


$ ae 
222,593 
183,000 
405,593 


1,000,000 
183,000 


817,000 


Shareholders’ Equity 
7,457,701 
(3,078,671) 
4,379,030 


$5,601,623 


isis . , Director 
: Ie , Director 


1985 


3115309 


119,785 


250, 000 
681,094 
7,966,354 
$8,647,448 


5 29,187 
434,378 


463,565 


1,050,000 


1,050,000 
152,042 


7,457,701 
(475, 860) 
6,981,841 


$8,647,448 
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Consolidated Statement of Loss 
Year Ended June 30, 1986 . 


Revenue 
Oil and gas sales 
Alberta royalty tax credit 
Other 


Expenses 
Production 
General and administrative 
Interest on bank loan 
Depletion 
Depreciation 


Loss before the following 
Write-down of marketable securities to estimated net realizable value 
Provision for impairment in value of petroleum and natural gas properties (note 1(b)) 


Loss before income taxes 
Deferred income taxes (recovery) 


Net loss 


Loss per common share (note 1(f)) 


$ 


1986 


946,908 
54,138 


21,286 
1,022,332 


346,760 
313,090 
120,416 
582,000 


712,294 
1,434,520 


412,188 
42,665 


2,300,000 


2,754,853 


(152,042) 
$2,602,811 


$ 


(0.80) 


1985 


$1,056,657 
97,130 


24,982 
1,138,769 


207,901 
360, 662 
76,527 
442,000 
65,200 

1 152,290 


13,021 


13,521 
oo, 200 


hb 22, 2k 
$ (0.05) 
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‘Consolidated Statement of Deficit 


_ Year Ended June 30 30, 1986 Se 


1986 1985 


joined earnings 5 (deficit), a on year Ss a ae Sa $ (475,860) | $213,003 
Excess of redemption price « over “stated value of treasury shares oneolied ae Ss ae : (467,032) 
Net lo JOSS) ee ae : ee. (2,602,811) ee 
ae end ofyear a See . ee - So 2 SS Se Soe $6,078,671) — $(475, 860) 


Se oncolidated Statement of Changes in F inancial Becton 


@ Year Ended June 30, 1986 : | 
a “ 1986 1985 
oe oot was s provided by Su oa ee dc es 
- Operations — teh aoe ae ne oe. $ 199,401 $ 493,679 
Petroleum incentive grants ee ‘ ee en 140,608 122,858 
Proceeds on disposal of property and equipment oe a 568,071 — 
Ze Increase i in bank loan | ee ices 7 — 549, 462 
< | : | | 908,080 1,165,999 
‘ Working ou was. sused for 
Acquisition of property and equipment oe ; 1,002,776 1,156,481 
ie See 2 bank loan 3 ee : 233,000 — 
= : | Pe Co. | 1,235,776 1,156,481 
Increase (decrease) in ae Coal ee: | (327,696) 9,518 
Working capital, beginning of year _ ge one 217,529 208,011 


Working capital (deficiency), end of year : : oe $ (110,167) $217,929 
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Notes to Consolidated Financial Statements 
June 30, 1986 


1. Summary of significant accounting policies 


a) 


b) 


c) 


d) 


e) 


g) 


h) 


Principles of consolidation 
The financial statements include the accounts of the Company and its wholly-owned subsidiary company. 
Petroleum and natural gas properties 


The Company follows the full cost method of accounting whereby all costs related to the exploration for and the 
development of oil and gas reserves are initially capitalized and accumulated in country-by-country cost centres (Canada 


and the United States). Costs capitalized include land acquisition costs, geological and geophysical expenditures, rentalon — 


undeveloped properties, costs of drilling productive and non-productive wells together with overhead directly related to 
exploration and development activities. Proceeds on minor property sales are credited to the net book value of the 
property and equipment. Gains or losses on major property sales are recognized in the statement of loss. 


Costs capitalized in the cost centres are depleted using the composite unit-of-production method which is based on 
estimated proven oil and gas reserves as determined by independent consulting engineers. 


In applying the full cost method, the Company calculates a ceiling test which restricts the capitalized costs less 
accumulated depletion and depreciation for each cost centre from exceeding an amount equal to the estimated undis- 
counted value of future net revenues from proven oil and gas reserves, based on current prices and costs, and after 
deducting estimated future general and administrative expenses, financing costs and income taxes for each cost centre. In 
calculating the above cost centre ceiling tests, gas was converted to oil ona 6 MCF to 1 BBL equivalent basis and $20 U.S. 
per barrel of oil being the average oil price for the fiscal year, was used as the estimated future price of oil. - 


Joint venture accounting 


Substantially all of the Company’s petroleum and natural gas exploration and development activities are conducted jointly 
with others and accordingly these financial statements reflect only the Company’s proportionate interest in such activities. 


Depreciation 

Lease and well equipment is depreciated on the composite unit-of-production method. Other equipment is being 
depreciated on the declining balance method at 20 percent per annum. 

Translation of foreign currencies 


The accounts of the foreign subsidiary has been translated to Canadian dollars on the following basis: monetary assets and 
monetary liabilities at the rate of exchange in effect at the year-end; other assets and liabilities at historic rates of exchange 
except where such items are carried at current value, in which case they are translated at the rate of exchange in effect at 
the year-end. The items in the statement of loss are translated at the average rate of exchange prevailing during the year 
except for depletion and depreciation, which are translated at the same rates as used for the related assets. 


Loss per common share 
Basic loss per common share has been computed by dividing the loss attributable to common shareholders by the weighted 
average number of Common Shares outstanding during the year. The loss attributable to common shareholders has been 


computed after deduction from the reported net earnings of prescribed dividends in the amount of $163,875 on First 
Preferred Shares, Series A. The conversion of Preferred Shares and employee stock options would not be dilutive. 


Accounting for changing prices 


These financial statements reflect neither the impact of specific price changes nor changes in general price levels. 
Change in accounting policy 


The Company prospectively adopted two cost centres, Canada and the United States, in respect of costs capitalized under 
the full cost method of accounting for petroleum and natural gas properties. Previously, the Company utilized one cost 


centre that being North America. The change in policy was made to conform with the Full Cost Accounting Guideline as — 
proposed by the Canadian Institute of Chartered Accountants. 
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2. Property and equipment 


Property and equipment is comprised of the following: 


Petroleum and natural gas properties 
including development thereon 

Lease and well equipment 

Other 


$6, 864, 006 
814,243 
48,744 


$7, 726,993 


1986 


Accumulated 
Depletion & 
Depreciation 


$2, 137,331 
296, 817 
26,648 


$2,420, 796 


Net 


$4, 726,675 
007,426 
22,096 


$5, 306, 197 


Net 


$7,176,448 
768,901 
21,005 


$7,966,354 


_ During the year, the Company capitalized general and administrative expenses in the amount of $145,814 (1985 — $174, 326) of 
total general and administrative expenses incurred of $458,904 (1985 — $534,988). 


© 3. Bank loan 
The bank loan is payable on demand and bears interest at three quarters of one percent over the prime lending rate of a Canadian 
chartered bank. The bank has indicated that at December 1, 1986 the loan terms will be renegotiated with monthly principal 


repayments of $19,000 required. 


The loan is secured by certain oil and gas properties, a general assignment of book debts, and a floating charge debenture on 


assets. 


The estimated principal repayments on the bank loan are as follows: 1987 


4&4, Share capital 


Authorized 


1,000,000 First Preferred Shares, without nominal or par value 
- 20,000,000 Common Shares, without nominal or par value 


issued 


First Preferred Shares, Series A 
Issued for cash 
Less: Share issue costs 


Balance, end of year 
Common Shares 
Balance, beginning of year 
Less: Treasury shares cancelled on 
wind-up of subsidiary 
Balance, end of year 


1988 
1989 
1990 
L991 


$ 183,000 
228,000 
228,000 
228,000 


133,000 
$1,000,000 


1986 


Number of 
Shares 


172,500 


172,500 


3,457,841 


3,457,841 


Stated 
Value 


$1,725,000 
86,250 


1,638,750 


0; 018,951 
0,818,951 
$7,457,701 


Number of 


Shares 


172,500 


172,500 


3,710,549 


252,708 
3,457,841 


Stated 
Value 


$1,725,000 
86,250 


1,638, 750 


6,247,293 


428,342 
9,818,951 


$7,457, 701 


The First Preferred Shares, Series A, carry a fixed cumulative annual dividend of $0.95 per share payable quarterly. These 
shares may be redeemed at the option of the Company, at a price of $10.50 up to the close of business on February 15, 1987, 
decreasing by $.10 per year up to the close of business on February 15, 1991 and thereafter at $10.00 per share. The First 
Preferred Shares, Series A, may be converted by the holder into Common Shares of the Company on the basis of 2.50 Common 


Shares for each First Preferred Share, Series A up to the close of business on March 15, 1991. 


As at June 30, 1986, dividends in arrears on Preferred Shares amounted to $614, 530. 


. Of the 360,800 Common Shares committed for issue pursuant to the amalgamation with Pascar Development Corporation Ltd. 
during the fiscal year ended July 31, 1983, 144,781 shares had been exchanged for Pascar shares as at June 30, 1986. 216,019 


common shares remain in trust with the transfer agent pending exchange with the remaining outstanding Pascar shares. 
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TRAPPER RESOURCES LTD. 


As at June 30, 1986, the Company has reserved 115,000 common shares for issue under employee and director stock option 
plans. Stock options ourstancs under meee plans are as follows: 


_ Number of — a heres” 


Shares cc PTIGRe es S: Term ; 
Employee stock options 85,000 $0.45 Expires December D; 1988 
Director stock options 30,000 $0.45 


_ Expires December 5, 1988 


5. Segmented information 
The Company, which is engaged in only one industry, exploration for and develope of oil and gas reserves, operates 


primarily in two geographic areas, Canada and the United States. The following is an Ss of certain financial information by 


geographic area: 1986. 
, United 
Canada States Total 
Oil and gas sales D628, 1/67 5 2S. 318,732 — s_ 946, 908 
Operating profit Gncluding 
Alberta royalty tax credits) $ 503,814 $ 150,472 — o 654, 286 «a 
General and administrative expense : 313,090 
Interest expense on bank loan 22-3120; 416- 
Other income = (21, 286) 
Depletion 582, 000 
Depreciation 72,254 =. 
7,066, 474 se 
Write-down of marketable securities ee so . 
to net realizable value 42,665 
Provision for impairment in value Sos 3 
of petroleum and natural gas properties 2,300,000 3 
3,409,139 
Loss before income taxes $2, 754, 853) - 
Petroleum and natural gas assets 3,426, 136 : 1,880,061 — 5,306, 197 2 
Other assets 214,728 80,698 299, 426 
Total identifiable assets $3,640, 864 $1,960, 759 $ 5,601, 623 5 
1985 4 
United a 
Canada States Total 4 
Oil and gas sales $ 486,018 — , $ 570,639: $: 1; 056, 657 a 
Operating profit (including 3 . ees 4 
Alberta royalty tax credits) $ 465,483. $ 440,403 $ 905,886 
General and administrative expense 360, 662 : : 
Interest expense See Ge SVEre 
Other income (24,982) i 
Depletion 442,000 
Depreciation 65,200 4 
919,400 a 
Loss before income taxes $ 3, 521) 
Petroleum and natural gas assets $3, 856, 805 $4,109,549 $ 7,966,354 ‘aq 
Other assets 560,350 120,744 681,094 
Total identifiable assets $4,417,155 $4,230,293 $8,647,448 
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